







































































Materiality Test and Reporting Contents

Materiality Test Process

The NPS has conducted materiality test to reflect a various interest of stakeholders and business environment at home and abroad that affect
social responsibility management in the report, and identify issues to manage for one year. The NPS reviewed its internal issues including business
strategy and performance, etc., and international guidelines such as GRI Standards and UNGC Principles. Furthermore, the NPS conducted media

research and reviewed excellent cases, and form an issue pool. Reporting topics were selected according to stakeholder interest and business

impact.
Step 1 Step 2 Step 3 Step 4
Selection of Material Issue Materiality Test Third-Party Verification
Review of issues Composition and selection of Prioritizing material issues Prioritizing material issues
material issues
- Review of issues from - Survey of 1,948 internal and - Third-party verification of
previous year - Categorization of issues external stakeholders from the materiality assessment
- Sustainability management (removal and combining of July 31, 2019 to August 8, 2019 process
redundancies) employees, public, subscribers,

standard and evaluation, GRI - Verification of reporting of

recipients, related institutions, etc.

Standards, Ten Principles of - Omission of reports with small o o important topics
UNGC, 15026000, DJSI impact - Determination of priority
. . . . among 18 issues based on
- Policy and regulation - Probability of risks and .
it of i t when risk the result of comprehensive
-Media research zlc?\cler y otimpactwhen risks evaluation of business
u ) .
- Business strategy and outcome relations and impact on the
stakeholders
Composition of issue pool » Selection of 18 material issues

» Collection of 278 issues

Various internal and external environmental analyses were performed to identify issues of the NPS.
Composition of . . . . . .
lssue Pool Media analysis, government policy and regulation, and benchmarking case analysis were used to
derive 278 issues of the NPS.
Selection of A total of 18 material issues were selected out of 278 issues by combining and removing
Material Issue redundancies and analyzing business and stakeholder impact.
A survey was conducted on the stakeholders to prioritize the 18 material issues. Opinions taken from
Materiality Test oo this survey were reviewed from the strategic and financial perspectives of the NPS to determine
final priorities.
Third-Party e Third-party verification was performed on the important topic selection process and important
Verification topics in order to secure objectivity and transparency of the materiality assessment process.
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Influence on Stakeholders

»

Results of Materiality Test

Based on materiality test, the top five important topics included operation of a sustainable pension system, ethics and integrity, strengthening

human rights management, strengthening welfare services, and increased publicness of fund management. Other important topics derived from

materiality assessment have been also reflected in this report.

Reporting topics Important topics

»

- >
Business Impact on NPS

Score

Rank Topic . Reporting page
Business Impact on NPS Influence on Stakeholders

1 Operation of a sustainable pension system 100.00 81.31 19,21-23
2 Ethics and integrity 100.00 80.11 31

3 Strengthening human rights management 100.00 72.05 32
4 Strengthening welfare services 80.52 71.70 25-27
5 Increased publicness of fund management 71.73 74.68 22
6 Diversity and equal opportunity 80.52 68.75 42
7 Strengthening safety management 74.95 74.67 29-30
8 Protection of customer information 64.57 83.72 29
9 Creation and distribution economic values 74.95 74.53 49
10 Increased transparency_ and expertise of the 4938 79 58 40-41

Board of Directors

1" Management of business risk factors 66.60 77.53 [
12 Increased participation of the stakeholders 69.38 72.57 45
13 Development of communities 69.38 70.89 35-37
14 Training of talented individuals 7217 66.73 42
15 Win-win growth 66.60 68.55 38
16 Job creation 69.38 64.19 33-34
17 Social contribution 58.25 72.30 36-37
18 Response to climate change 38.83 66.15 49
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Social Responsibility Management Performance

Economic Performance

Statement of Financial Position

Economic Value Distribution

Category Unit 2016 2017 2018
Current assets 204,571 230,617 197,522
Non-current assets 843,404 853,117 853,371
Total assets 1,047,975 1,083,734 1,050,893
Current liabilities 98,281 132,503 116,865
Non-current liabilities 1,071,568 1,095,639 1,142,078
KRW million
Total liabilities 1,169,849 1,228,142 1,258,943
Deficit -92,232 -109,276 -141,618
Other components of earnings -29,642 -35,132 -66,432
Total Equity -121,874 -144,408 -208,050
Total Liabilities and Equity 1,047,975 1,083,734 1,050,893
Comprehensive Income Statement
Category Unit 2016 2017 2018
Profit (sales) 17,681,265 19,739,157 21,431,425
Sales cost 17,071,376 19,107,073 20,775,422
Administrative expenses 594,020 625,857 664,399
Operational profits (loss) 15,869 6,227 -8,396
Other profits - 26 797
Other expenses 3,930 4,093 4,079
Other gains and losses -19,615 -22,218 -25,395
KRW million
Finance income 4,071 4,264 5218
Finance expenses 529 404 646
Profit (loss) before income tax -4,134 -16,198 -32,501
Corporate tax 73 562 4
Net profit (loss] for the term -4,207 -16,760 -32,505
Other inclusive gains and losses (after tax) -28,591 -5,490 -31,300
Total inclusive gains and losses -32,798 -22,250 -63,805
Net profit . -0.02 -0.08 -0.15
Capital turnover ratio . -14,507.82 -13,669.02 -10,301.09

48

Category Unit 2016 2017 2018
Customer (pension payment) 17,068,159 19,083,886 20,752,684
Emplt?yees (wage, severance pay, welfare 409,293 435,853 475,979
benefits)
Government (taxes & dues) KRW million 31,195 31,457 33,052
Local community (social contribution 772 588 T4t
expenses)
Suppliers (goods purchased from SMEs) 82,746 59,656 56,124
Environmental Performance
GHG Emissions
Category Unit 2016 2017 2018
Base emissions 12,165 13,320 14,385
Scope 1 1,679 2,130 2,074
GHG emissions
Scope 2 6,89% 7,370 8,181
amount B — tCOeq
Total emissions 8,573 9,500 10,255
GHG rleductlon amount compare to base 3592 3820 4,130
emissions
GHG reduction rate % 29.53 28.68 28.71
Other Environmental Data
Category Unit 2016 2017 2018
Energy consumption TOE 3,620 3,413 3,498
Water usage Ton 68,253 78,255 81,638
Wastes emissions Ton 283 259 255
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Social Performance

Labor Union
Category Unit 2016 2017 2018
No. of membership targets 5,824 6,038 7,072
Person
No. of members 4,184 4,442 5,155
Membership rate % 71.84 73.56 72.89
Ethical Management
Category Unit 2016 2017 2018
Sustainability Management Index (KoBEX) AAA (93.8) AAA (94.43) AAA (92.62)
Grade
Comprehensive Integrity Level (ACRC) 3 2 2
Self-integrity survey Point 9.68 9.76 9.82
No. of ethical management trainees Person 21,771 20,666 21,595
Local Community
Category Unit 2016 2017 2018
Social contribution mileage Point 157,556 167,030 183,390
Length of volunteering activities per Hour 12 109 107
employee
Win-Win Growth
Category Unit 2016 2017 2018
YV|n.-W|-n Growth assessment of public Grade To be improved General To be improved
institutions
Rate of purchase from SMEs % 85.4 81.5 82.3
Investment in SMEs such as domestic KRW 100 miltion 5999 6630 7297

ventures funds
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Human Resources

Category Unit 2016 2017 2018
Total number of employees (including executives) 5,668 5816 7,264
Total f 1
otal number of employees 5,534.5 5,745 6,775.75
(excluding those away from work for parental leave, etc.)
Permanent 5,261 5,475 5815.5
Employment
Indefinite contract 273.5 270 960.25
by type
Contract 157 122 214
New permanent employment 291 322 477.5
Contracted employment
New recruitment 18(9) 181(9) 33(16.5)
[transit to permanent employment]
Person
Indirect employment 718 736 -
Gender Female employees 2,901 2,968 3,488.5
[Regular employees
+ Employees under Male employees 2,633.50 2,777 3,287.25
indefinite contracts)
Under 30 years old 701.5 766 1,893.75
Ages 30 - 50 years old 3,365.5 3,397.5 3,329.5
After 50 years old 1,467.5 1,581.5 1,552.5
Female managers* 199 232 283
Female employees Ratio of female employees 47.6 48.3 51.49
%
Ratio of female managers 19.01 212 24.2
Socially vulnerable Disabled employees (ratio) 198 [3.49] 201 [3.43] 243 [3.48]
Person (%)
group Veterans (ratio) 424(8.32] 458[8.28] 525 [8.77]
Regular retirement 15 21 87
Retirement Person
Voluntary retirement 12 " 18
New Recruitment of Permanent Employees
Category Unit 2016 2017 2018
Female employees 180 190 294
Disabled employees - 5 17.5
Non-metropolitan area 13 140 208.5
Person
HQ relocation area 47 54.5 b4
High school graduates 50.5 46 51
Total new hires 291 322 477.5

* Female manager: Including executives and 1~3 level employees

51



New Recruitment of Contracted Employees

GRI Standards Index

Universal Standards(GRI 100)

Category Unit 2016 2017 2018
Interns 157 190 286
Counsellors, etc. 306 261 201
Person
Contract workers 471 296 403
Total 934 747 890
HR Development
Category Unit 2016 2017 2018
No. of trainees Persons 87,744 74,724 84,050
Training budget per employee KRW 841,000 957,000 720,000
Satisfaction level Point 4.65 4.67 4.65
Flexible Working Hours
Category Unit 2016 2017 2018
Recruited 38 18 33
Part-time
Converted 83 91 163
Person
Flexible working Flex-time work 728 1,025 1,046
hours Intensive work 35 39 40
Support for Childbirth and Childcare
Category Unit 2016 2017 2018
Reduction of working hours during the period
Support for pregnancy 100 103 81
pregnancy 2 hours/day reduction for pregnancy under 12 weeks
and over 36 weeks
Reduction of working hours during childcare
daily work time is reduced by 4 hours for employees 82 82 130
raising children under the age of 9
Childcare support
Infant childcare leave
one day a month for childcare of infants less than three Person 182 175 21
years old
Maternity leave
90 days for single child and 120 days for multiple 129 131 139
Maternity leave children
Childbirth leave for one’s spouse five paid days 74 89 58
Male maximum 3 years 29 26 26
Parental leave
Female maximum 3 years 392 391 382
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Topic No. Title
102-1 Name of the organization
102-2 Activities, brands, products, and services
102-3 Location of headquarters
102-4 Location of operations
102-5 Ownership and legal form
102-6 Markets served
Organizational 102-7 Scale of the organization
profile 102-8 Information on employees and other workers
102-9 Supply chain
10010 Significant changes to the organization and
its supply chain
102-11 Precautionary Principle or approach
102-12 External initiatives
102-13 Membership of associations
102-14 Statement from senior decision-maker
Strategy
102-15 Key impacts, risks, and opportunities
102-16 Values, principles, standards, and norms of behavior
Ethics and integrity
102-17 Mechanisms for advice and concerns about ethics
102-18 Governance structure
102-22 Composition of the highest governance body and its committees
Governance 102-23 Chair of the highest governance body
102-24 Nominating and selecting the highest governance body
102-35 Remuneration policies
102-40 List of stakeholder groups
102-41 Collective bargaining agreements
Stakeholder engagement 102-42 Identifying and selecting stakeholders
102-43 Approach to stakeholder engagement
102-44 Key topics and concerns raised
10245 Entities included in the consolidated financial
statements
102-46 Defining report content and topic Boundaries
102-47 List of material topics
Reporting practice
102-48 Restatements of information
102-49 Changes in reporting
102-50 Reporting period
102-51 Date of most recent report

Page

6-7

N/A

44
55
58
2-3
7=3)
31

31

40
40
40
40
41

46
50
45
45
47

About This Report

About This Report

46-47

N/A

46-47
About This Report
About This Report
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Universal Standards(GRI 100)

Topic No. Title Page
102-52 Reporting cycle About This Report
102-53 Contact point for questions regarding the report About This Report
Reporting practice 102-54 Claims of reporting in accordance with the GRI Standards About This Report
102-55 GRI content index 53-54
102-56 External assurance 56-57
103-1 . . ) )
Explanation of the material topic and its Boundary, management
Management Approach 103-2 approach and its components, evaluation of the management 16,21, 24,28
1033 approach
Topic Specific Standards-Economic Performance(GRI 200)
Topic No. Title Page
203-1 Infrastructure investments and services supported 16-19, 20-23, 35-37
Indirect Economic Impacts
203-2 Significant indirect economic impacts 33-38
205-2 Communication and training about anti-corruption policies and 31
Anti-corruption procedures
205-3 Confirmed incidents of corruption and actions taken 31
Topic Specific Standards-Environmental Performance(GRI 300)
Topic No. Title Page
Energy 302-1 Energy consumption within the organization 49
Water and Effluents 303-1 Interactions with water as a shared resource 49
305-1 Direct (Scope 1) GHG emissions 49
Emissions
305-2 Energy indirect (Scope 2) GHG emissions 49
Topic Specific Standards-Social Performance(GRI 400)
Topic No. Title Page
Employment 401-1 New employee hires and employee turnover 51
Training and Education 404-2 Programs for upgrading employee skills and transition W
assistance programs
Diversity and Equal Opportunity 405-1 Diversity of governance bodies and employees 40,51
ti that h jecttoh ight: i
Human Rights Assessment 4121 ppera ions that have been subject to human rights reviews or 3
impact assessments
Local Communitis 1131 Operations with local community engagement, impact 35.37
assessment, and development programs
Customer Privacy 4181 Su‘bstantiated complaints concerning breaches of customer 2
privacy and losses of customer data
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Sustainability Management Initiatives

UN Global Compact (UNGC)

NPS joined the UN Global Compact in October 2012 and has been complying with the 10 principles of human rights, labor, environment and anti-
corruption ever since.

Principle1 : Businesses should support and respect the protection of internationality proclaimed human rights; and Make sure
Human Rights that they are not complicit in human right abuses.

Principle2 : Make sure that they are not complicit in human right abuses.

Principle3 : Businesses should uphold the freedom of association and the effective recognition of the right to collective
bargaining;

Labour Standards Principle4 : The elimination of all forms of forced and compulsory labour;

Principleb : The effective abolition of child labour; and

Principleé : The elimination of discrimination in respect of employment and occupation.

Principle7 : Businesses should support a precautionary approach to environmental challenges;

Environment Principle 8 : Undertake initiatives to promote greater environmental responsibility;

Principle 9: Encourage the development and diffusion of environmentally friendly technologies

Anti-Corruption Principle 10: Business should work against corruption in all its forms, including extortion and bribery

UN Principles for Responsible Investment (PRI)

The NPS subscribed to the Principles for Responsible Investment (PRI) of the UN in 2009 and has been complying with the Six Principles.

Principle 1 We will incorporate ESG issues into investment analysis and decision-making processes
Principle 2 We will be active owners and incorporate ESG issues into our ownership policies and practices
Principle 3 We will seek appropriate disclosure on ESG issues by the entities in which we invest

Principle 4 We will promote acceptance and implementation of the Principles within the investment industry.
Principle 5 We will work together to enhance our effectiveness in implementing the Principles.

Principle 6 We will each report on our activities and progress towards implementing the Principles.

UN Sustainable Development Goals (UN SDGs)

UN SDGs consisting of 17 goals and 169 targets encompass diverse topics throughout the economy, society, and environment, etc. for sustainable
development of all countries around the world. The NPS supports UN SDGs and establishes foundation for win-win growth with all humankind

throughout overall business activities.
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Third Party’s Assurance

To the Readers of NPS Sustainability Report 2019 :

Foreword

Korea Management Registrar Inc. (hereinafter “KMR”) has been requested by of National Pension Service (hereinafter “NPS”) to verify
the contents of its Sustainability Report (hereinafter “the Report”). NPS is responsible for the collection and presentation of information
included in the Report. KMR's responsibility is to carry out assurance engagement on specific data and information in the assurance scope

stipulated below.

Scope and standard

NPS describes its efforts and achievements of the corporate social responsibility activities in the Report. KMR performed a type2,
moderate level of assurance using AAT000AS (2008) and SRV1000 from KMR Global Sustainability Committee as assurance standards.
KMR’s assurance team(hereinafter “the team”) evaluated the adherence to Principles of Inclusivity, Materiality and Responsiveness,
and the reliability of the selected GRI Standards indices as below, where professional judgment of the team was exercised as materiality
criteria.

The team checked whether the Report has been prepared in accordance with the ‘Core Option’ of GRI Standards which covers the

followings.

- GRI Standards Reporting Principles
- Universal Standards

- Topic Specific Standards
- Management approach of Topic Specific Standards - Employment: 401-1
- Indirect Economic Impacts: 203-1, 203-2 - Training and Education: 404-2
- Anti-Corruption: 205-2, 205-3 - Diversity and Equal Opportunity: 405-1
- Energy: 302-1 - Human Rights Assessment: 412-1
- Water: 303-1 - Local Communities: 413-1
- Emissions: 305-1, 305-2 - Customer Privacy: 418-1

This Report excludes data sand information of joint corporate, contractor etc. which is outside of the organization, i.e. NPS, among report

boundaries.

Our approach

In order to verify the contents of the Report within an agreed scope of assurance in accordance with the assurance standard, the team has

carried out an assurance engagement as follows:

- Reviewed overall report

- Reviewed materiality test process and methodology

- Reviewed sustainability management strategies and targets
- Reviewed stakeholder engagement activities

- Interviewed people in charge of preparing the Report
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Our conclusion

Based on the results we have obtained from material reviews and interviews, we had several discussions with NPS on the revision of the
Report. We reviewed the Report’s final version in order to confirm that our recommendations for improvement and our revisions have
been reflected. When reviewing the results of the assurance, the assurance team could not find any inappropriate contents in the Report
to the compliance with the principles stipulated below. Nothing has come to our attention that causes us to believe that the data included
in the verification scope are not presented appropriately.
- Inclusivity
Inclusivity is the participation of stakeholders in developing and achieving an accountable and strategic response to sustainability.
- NPS is developing and maintaining stakeholder communication channels in various forms and levels in order to make a commitment to be responsible for
the stakeholders. The assurance team could not find any critical stakeholder NPS left out during this procedure.
- Materiality
Materiality is determining the relevance and significance of an issue to an organization and its stakeholders. A material issue is an issue
that will influence the decisions, actions, and performance of an organization or its stakeholders.
- NPS is determining the materiality of issues found out through stakeholder communication channels through its own materiality evaluation process, and
the assurance team could not find any critical issues left out in this process.
- Responsiveness
Responsiveness is an organization’s response to stakeholder issues that affect its sustainability performance and is realized through
decisions, actions, and performance, as well as communication with stakeholders.

- The assurance team could not find any evidence that NPS’s counter measures to critical stakeholder issues were inappropriately recorded in the Report.

We could not find any evidence the Report was not prepared in accordance with the ‘Core Option’ of GRI standards.

Recommendation for improvement
We hope the Report is actively used as a communication tool with stakeholders and we recommend the following for continuous
improvements.

- Sustainable management is based on triple bottom lines - economics, environment and society. Although NPS has demonstrated
excellent social communication to increase the fund and satisfy internal and external stakeholders, its economic and environmental
report has room for improvement. In the future, the organization is advised to expand the scope of the fund management report and

increase the number of people who file income tax returns and strengthen the public’s trust and find and serve neglected beneficiaries.

Our independence

With the exception of providing third party assurance services, KMR is not involved in any other NPS’s business operations that are aimed

at making profit in order to avoid any conflicts of interest and to maintain independence.

September, 27", 2019 CE0 & . g F(QJ%

Km 9 Q/ S RV] OOO Iﬁé;lsedolkossurance Provider

Sustainability Committee Assurance 000-129




Awards and Membership

Awards
Date Description of Award Supervisors
Selected as a leading brand for old-age welfare services for 4 consecutive )
Feb. 2018 ) MBC, Dong-a.com, Hank .
€ years at the 2018 ‘Korea Master Brand Awards’ I ong-a.com, Hankyung.com
March 2018 Received ‘Best Pension Plan Sponsor of the Year Award’ 9 times Asia Asset Management
May 2018 Received the first ‘Global Real Estate Investor of the Year Award’ in Europe European real estate media, 'IPE Real Estate’
Selected as the ’ llent call center for 14 ti by K
May 2018 ¢ e? edas ) ¢ excerent cattcenterfor 14 conseculive years by Rorea Korea Management Association Consulting (KMAC)
Service Quality Index (KSQl)
Sep. 2018 Receivt_ed a commendation fr?m 'Fhe Vicg Chairn_wan of the Presidential Presidential Committee on Jobs
Committee on Jobs for contribution to job creation for youths
Oct. 2018 Received the grand prize from 2018 Sympathy Management of the Year Association of Korean Journalists, Korea Marketing Management
’ Award in public organization job creation section Association
lect the 'no. 1 lic enterprise f ial contribution’
Oct. 2018 Selected as the 'no. 1 public en.erprlse or social contribution’ by University News Network
undergraduates for 9 consecutive years
Received the best ti d for the Asia-Pacifi ion f
Oct. 2018 ece|veA ¢ es‘ prac |cel awar (?r. © Asia-racilic region from International Social Security Association (ISSA)
International Social Security Association (ISSA)
Nov. 2018 Received ‘Internet Communication Award of Korea’ for 4 consecutive years Korea Internet Communication Association (KICOA)
Nov. 2018 Rece|?/ed a CtJ-rTTmen(.iatlon fro‘m the Prfme Minister for the excellent example Ministry of Personnel Management
of active administration (pension premium loans)
Nov. 2018 Receiyed_a commendation from the Governor of Jeollabuk-do for social Jeollabuk-do Office
contribution
Ch Ilbo and 5 t ministries including Ministry of
Dec. 2018 2018 Job Creation of the Year Award (Youth Employment) 0sun b0 and > government ministries ncuding Ministry o
Employment and Labor
Recei tion from the Minister of Health Welfare for th
Dec. 2018 ec.ewed @ (':omlmenda fon from fhe |n|s'e'r ofHealth and Welfare for the Korea National Council on Social Welfare
social contribution program (health sustaining)
Dec. 2018 Rec.eived a commendation for being an excellent institution that realizes Social Security Information Service
social values
Dec. 2018 Recgiyed _a presidential citation for excellent personnel innovation with Ministry of Personnel Management
participation of employees
Membership

Korean Social Security Association

IPC (International Pensions Conference)

Korea Insurance Research Institute

Korea Association of Welfare Policy

Korea National Council on Social Welfare

Korean Economic Association

Korea Employers Federation

Russel 20-20(20-20 Investment Association)

Korean Academy of Social Welfare

Seoul Economist Club

PPI (Pacific Pension Institute)

Korean Labor Economic Association

Korean Association of Public Finance

Korea International Finance Association

Korean Association for Survey Research

Korea Labor Institute

Korea Development Institute

Korean Pension Association
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